Approved For Release 1999/09/27 : CIA-RDP79S01046A000400100001-6
=MD ENTyiri— | N°© 72

RESEARCH AID

RUBLE-DOLLAR RATIOS
FOR PRICES
OF MACHINE TOOQOLS,
METALFORMING MACHINERY,
TEXTILE MACHINERY, AND ABRASIVE PRODUCTS

" CIA/RR RA-9
10 October 1956

CENTRAL INTELLIGENCE AGENCY
OFFICE OF RESEARCH AND REPORTS

laSMEDENTT
Approved For Release 1999/09/27 : CIA-RDP79S01046A000400100001-6 ;
o 708 752



Approved For Release 1999/09/27 : CIA-RDP79S01046A000400100001-6

WARNING

This material contains information affecting
the National Defense of the United States
within the meaning of the esplonage laws,
Title 18, USC, Secs. 793 and 794, the trans-
mission or revelation of which in any manner
to an unauthorized person is prohibited by law.

Approved For Release 1999/09/27 : CIA-RDP79S01046A000400100001-6



Approved For Release 1999/09/27 : CIA-RDP79S01046A000400100001-6

g —

RESEARCH AID

RUBLE-DOLLAR RATTIOS
FOR FRICES OF MACHINE TOOLS, METALFORMING MACHINERY,
TEXTILE MACHINERY, AND ABRASIVE PRODUCTS

CIA/RR RA-9

(ORR Project 34.1611)

CENTRAL INTELLIGENCE AGENCY

Office of Research and Reports

Approved For Release 1999/09/27 : CIA-RDP79S01046A000400100001-6



Approved For Release 1999/09/27 : CIA-RDP79S01046A000400100001-6

FOREWORD

This research aid has two objectives. First, it is intended as an
aid to asnalysts who may have occasion to convert the Soviet prices of
machine tools, metalforming machinery, textile machinery, or sbrasive
products prevailing in 1950 from rubles into US dollars. Second, the
research aid calls attention to the problems involved in arriving at
truly representative ruble-dollar ratios and emphasizes the fact that
such ratios can vary considerably over & relatively short period of
time. The price ratios presented here undoubtedly provide a more
accurate rate of exchange for the given classes of machinery than does
the officially fixed exchange rate of L ruybles to 1 US dollar.

It is believed that this research aid may also provide a basils
for establishing similar ratios for other years so that the applica-

tions and limitations of ruble-dollar ratios may be more fully ap-
preciated.
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CIA/RR RA-9 C-0-N-F-I-D-E-N-T-I-A-L
(ORR Project 34.1611)

RUBLE-DOLLAR RATIOS
FOR PRICES OF MACHINE TOOLS, METALFORMING MACHINERY,
TEXTILE MACHINERY, AND ABRASIVE PRODUCTS*

Summarx

This study of ruble-dollar ratios, based on the prices of selected
types of machlnery and abrasive products produced by the machine building
industries of the USSR and the US, seeks to establish representative
ruble-dollar ratios prevailing for individual commodities and classes
of commodities in 1950. ‘

The ruble-dollar ratios shown in Table 1, below, are arithmetic
averages derived from ratios for the prices of all the individual com-
modities included in this study.

Table 1

Ruble-Dollar Ratios
for Prices of Machine Tools, Metalforming Machinery,
Textile Machinery, and Abrasive Products
in 1950

Ruble-Dollar Ratio

Class Unweighted Average Welghted Average 2/
Machine tools b, hi:1 4,50:1
Metalforming machinery T.45:1 6.82:1
Textile machinery 8.35:1 T.84:1
Abrasive products b/ 2.52:1

a. Weighted averages for machine tools, metalforming machinery,
and textile machinery are based on the value of US production in
1947; those for abrasive products, on a typical US pattern of
production in 1952. '
b. No unwelghted average is shown for abrasive products, because
the entire sample has been selected according to a representative
pattern of production for a leading US producer.

* The estimates and conclusions contained in this research aid
represent the best judgment of ORR as of 15 July 1956.
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These ratios are valid only to the extent that the aggregate of com-
modities selected for each class can be considered representative of the
class as a whole and only within the limits of comparability between
Soviet and US products and prices.

As an example of the wide range within which ruble-dollar ratios may
fluctuate in a given year, the average ratio for prices of machine tools
was 6.96 rubles per US dollar at the beginning of 1950 and 3.82 rubles
per US dollar at the end of that year.

TI. Problems in Formulating Representative Ruble-Dollar Ratios.

A. Selection of Representative Samples.

The classes of commodities selected for this study were largely
dictated by availability of comparable Soviet and US data.

There are obstacles to the selection of products which are
simultaneously representative of two countries. For example, if a
Soviet machine tool is selected as being representative of the Soviet
machine tool industry, a US counterpart must be selected for comparison.
Because of differences in the structure of the economies of the two
countries, however, the US machine tool may not necessarily be repre-
sentative of the US machine tool industry. In 1950 the US machine
tool industry was building many more special-purpose machine tools than
was the USSR, which was emphasizing mass production of general-purpose
machine tools. Because the USSR did not produce so many types of
mechine tools as did the US in 1950, the selection of US models was
restricted, for reasons of comparability, to those types produced in
the USSR.

B. Weighting of Samples.

Because no Soviet weights were available, only US value weights
were applied in weighting the samples. Different welghted averages
would undoubtedly result if Soviet weights were to be used. The use
of US weights, however, does not appear to have introduced any signifi-
cant upward bias in the weighted average ratios as compared with the

-2 -
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unweighted average ratios. The use of US weights for the prices of

machine tools makes no appreciable difference between the unwelghted
and weighted average ratios (4.41 to 1 and 4.50 to 1, respectively).
The unweighted average ratios are slightly higher than the welghted

average ratios for metalforming machinery (7.45 to 1 and 6.82 to 1)

and textile machinery (8.35 to 1 and 7.8k to 1).

C. Comparability of Soviet and US Products.

A factor which may affect to some degree the validity of
ruble-dollar ratios for the prices of individual commodities, and
consequently for aggregates, is the difficulty of ensuring Soviet
and US products which are comparable in all respects. Although
specifications, photographs, and descriptions have been used to
help establish functional comparability of products, it has not been
possible to compare the respective quality of materials and workman-
ship.

D. Comparability of Soviet and US Prices.

The accuracy of ruble-dollar ratios may be affected to some
degree by differences in the price structure and pricing mechanisms
of Soviet and US industry. It is axiomatiec that in the USSR the
prices of capltal goods are low in relation to the prices of consumer
goods.* In the US, this relationship does not necegsarily hold true.

An analysis of the prices of abrasive products reveals an
apparent difference in the structure of the abrasive industries of
the USSR and the US. This analysis indicates that in the US, vitri-
fied bonded grinding wheels are priced relatively lower, whereas in
the USSR resinoid bonded grinding wheels are priced relatively lower %%
Depending on the weighting system used, such differences in industrial
technology introduce a bias when formulating ruble-dollar ratios.

In the USSR, wholesale prices of machinery are set by the govern-
ment and remain in effect until changed by the government. Thus the same
price may remain in effect for a number of years, regardless of changes
in costs of production. In the US, prices are determined largely by
market conditions and are shifting constantly. The Soviet government

¥ Por additional remaerks on Soviet pricing policy for cepital goods,
see Appendix B.
¥¥ See Appendix A, Table T.

-3 -
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revised the schedule of prices of capital goods sharply downward in
1950 -- in the case of machine tools, by as much as 35 to 40 percent.
In the US, on the other hand, the prices of machine tools spiraled
upward in the last half of 1950. As shown in Table 2,% the unweighted
average ratlo between prices of machine tools in the USSR and those in
the US in 1950 ranged from 6.96 rubles per US dollar to 3.82 rubles per
US dollar, depending on the period of 1950 selected,

In the USSR, new wholesale prices went into effect on 1 January
1950 for abrasive products, textile machinery, and metalforming ma-
chinery. The new prices of abrasive products and textile machinery
are believed to have remained in effect throughout the year. The
prices of metalforming machinery, however, after having been greatly
reduced at the beginning of the year, were cut an additional 7 percent
as of 1 July 1950. It is believed that the wholesale prices of machine
tools established in 1949 remained in effect until 1 July 1950, when
they too were drastically reduced.

In the US the prices of abrasive products increased about 10 per-
cent in the second quarter of 1950, whereas the major increases in the
prices of machine tools and metalforming machinery did not occur until
the latter half of the year. Because of fluctuations in US prices in
1950 as a result of the Korean War, the selection of a period when
prices could be considered most nearly normal for purposes of com-
parison varied according to the commodity.

There are still other factors which affect the comparability
of wholesale prices. In the US, depending on the industry and producer
concerned, prices quoted may or may not include such items as shipment,
installation, discounts, electrical equipment, and accessoriles. The
Soviet lists of wholesale prices used in this study specified that
prices were free on board (f.o.b.) at the station of shipment and, except
for abrasive products, included the cost of packing. Little ig known,
however, of such factors as possible discount practices in the USSR.
For these reasons it is not possible to say that Soviet and US whole-
sale prices always include the same items, nor is it usually possible
to adjust for differences.

* Table 2 Tollows on p. 5.

- L -
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II. Analysis of Price Ratios.

A, Machine Tools.

As shown in Table 3,% a comparison of the prices of 22 Soviet

machine tools with the adjusted prices of 22 comparable US models in
mid-1950 results in an average unweighted ratio of 4.4l rubles per US
dollar. The median of the ratios is 4.1k rubles per US dollar. Within
the sample, indlvidual ratios range from a high of 9.35 rubles per US
dollar for a horizontal spindle grinding machine to a low of 1.46 rubles
per US dollar for a universal gear hobbing machine.

If the machine tools are grouped by type and if each of the T

types is weighted according to the value of US production in 1947, }/**
an average weighted ratlio of 4.50 rubles per US dollar is obtained. In
view of the lack of information on the pattern of Soviet production of
machine tools and because of the slight difference between the welighted
and unweighted ratio, neither ratio is necessarily considered more valid
than the other. '

Teble 3 indicates that the follawing items are priced relatively

low and may even be produced at a comparative advantage in the USSR:

ge

ar cutting machines, with an arithmetilc average ratio of 2.71 to 1;

lathes, with an arithmetic average ratio of 3.65 to 1; and milling ma-

ch

ines, with an arithmetic average ratio of 2.69 to 1.

B. Metalforming Machinery.

" As shown in Table L4,**¥ a comparison of the prices of 8 Soviet

metalforming machines with those of 8 comparable US machines in mid-1950

re
Th
in

sults in an unweighted average ratio of T.45 rubles per US dollar.
e median of the ratios is 6.11 rubles per US dollar. Individual ratios
the sample range from a high of 16.94 rubles per US dollar for a

rotary swager to a low of 3.35 rubles per US dollar for a pneumatic
forging hammer.

If weights based on the value of US production of metalforming

machinery in 1947 g/ are applied to the 5 categories of machinery shown
in Table 4, a weighted average ratio of 6.82 is obtained. Although¥*¥¥¥

*

% Table 3 follows on p. T.
*¥¥ For serially numbered source references, see Appendix C.
*¥

Teble 4 follows on p. 9.

¥¥%%¥ Continued on p. 10.
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no complete figures are availsble on production of metalforming machinery
in the USSR, forging hammers almost certainly comprise a larger portion
of the total than in the US, possibly accounting for as much as 20 per-
cent. Consequently, the welghted average ratio, although lower than the
unweighted average, is still probably biased upward. Although perhaps
not so great as in the US, the percentage of mechanical presses in Soviet
production of metalforming machinery is very high. Hence the large
weight glven mechanical presses (75 percent), with an average ratlo of
5.87 to 1, may be rightly considered the major factor in the weighted
average ratio for metalforming machinery.

C. Textile Machinery.

As shown in Table 5,% a comparison of the prices of 16 Soviet
textile machines with the adjusted prices for 16 comparable US textile
machines in January 1950 results in an average unweighted ratio of 8.35
rubles per US dollar. The median of the ratios is 7.1l rubles per Us
doller. Individual ratios within the sample range from a high of 17.90
rubles per US dollar for a cotton dyeing machine to a low of 2.15 rubles
per US dollar for a drawing frame.

If weights based on the value of US production of textile ma-
chinery in 1947 §/ are applied to the 10 categories of machinery shown
in Table 5, an average of T7.84 rubles per US dollar is obtained. In
view of the probable similarity between the pattern of production of
textile machinery in the USSR and the US, it is believed that the
weighted ratio provides a better index than does the unweighted ratio.

The ratios for the prices of textile machinery show a relatively
wide dispersion. The highest ratios appear in the category of finishing
machines (the cotton dyeing machine and the two-roll finishing machine),
indicating that these types of machines are priced relatively higher in
‘the USSR than in the US. Next highest is the category of yarn-preparing
machines (the high-speed warping machine and the slashing cylindrical
machine). With the exception of the very low ratio for the drawing
frame (2.15 to 1), the ratios for the remaining textile machines all
exceed the fixed exchange rate of 4 rubles per US dollar, ranging
between 5.03 to 1 and 8.79 to 1. Thus the ratios for prices of such
standard types of textile machinery as spinning frames (5.03 to l),

‘¥ Table 5 follows on p. 11.
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looms (8.79 to 1), and hosiery machines (6.14 to 1), which account for
51 percent of the machines sampled according to the US pattern, can be
considered fairly typical of the price differential between Soviet and
US textile machinery. . .

Although the use of textile machines mainly to produce consumer
goods may have little significance in terms of US prices, the general
policy in the USSR of pricing such machinery higher than machinery used
for production of capital goods may explain to some degree the relatively
higher ruble-dollar ratio for this class of machinery.

D. Abrasive Products.

As shown in Table 6,* a comparison of average prices of 85 Soviet
and 85 comparable US grinding wheels In 1950, weighted according to a
typical US pattern of production, E/ results in an average ratlio of 2.52
rubles per US dollar. The median of the ratios is 2.40 rubles per US
dollar. Individual ratios range from a high of 6.38 rubles per US dollar
for an 18-inch wheel (vitrified bonded, green silicon carbide grain) to
a low of 1.26 rubles per US dollar for a 6-inch wheel (resinoid bonded,
aluminum oxide grain).

Of the 85 ratios, 68 percent fall within plus or minus 0.60 of
the arithmetic average of 2.52, cr between 1.98 and 3.18. This range
approximates one standard devistion. The fact that there 1s a strong
central tendency in all 5 categories of the grinding wheels shown in
Teble 6 points up the validity of the 2.52 to 1 ratio for the entire
assortment. In the first category (wheels with & dlameter of 4 inches
or smaller), 55 percent of the ratios fall between 1.98 and 3.18. 1In
the second category (wheels with a diameter of more than 4 inches and
up to 10 inches), 76 percent of the ratios fall within this range.
Sixty-six percent of the ratios in the third category (wheels with a
diameter of more than 10 inches and up to 18 inches), and 64 percent
of the ratios in the fourth category (wheels with a diameter of more
than 18 inches and up to 28 inches) fall within this range. All of
the ratlos in the fifth category (wheels with a diameter of more than
28 inches) fall within this range.

In general, for the prices of wheels with the smeller arbor holes
(those for which no hole size is specified in the price lists), the ruble-
dollar ratio tends to rise directly as the diameter of the grinding wheel

% Table 6 follows on p. 15.

- 13 -
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increases. The ratios tend to level off among wheels of the largest
diameters and to decline where the diameter remains constant and the
size of the arbor hole increases. The leveling off of ratios suggests
that the USSR may give some preferential treatment in pricing to the
large grinding wheels required in heavy industry.

. The low average ratio for the prices of abrasive products may be
explained by any one of a number of factors or by a combination of fac-
tors. The USSR may actually have a comparative advantage in production
of these products, the Soviet govermment may heavily subsidize the abra-
sive products industry, or the prices of US abrasive products may be
artificially maintained at a high level by market imperfections.

- 14 -
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APPENDIX A
METHODOLOGY

1. Machine Tools.

US production of machine tools accounts for approximately 25 per-
cent of the total value of US metalworking machinery and equipment. 2/
The machine tools selected as samples are classified according to type
in Table 3% on the basis of the breskdown contained in the Census of
Manufactures: 1947. é/ The T categories of machine tools represented
in Table 3 account for approximately 90 percent of the total value of
machine tools (primary products) produced in the US in 1047,

Prices of Soviet machine tools as shown in Table 3 were taken from

a wholesale price list issued by the Main Administration of Sales of the

Ministry of Machine Tool Building, USSR. Z/ The prices went into effect
1 July 1950 and were f.o.b. at the station of shipment, including cost
of packing. The prices in January 1950 of the machine tools listed in
Table 2%* were taken from a price list issued in 1949 by the Ministry
of Finance, USSR, and the Central Statistical Administration under the
Council of Ministers, USSR. §/ This price list specified that the
Prices were f.0.b. at the station of shipment and that they included
the cost of packing as well as the cost of electrical equipment and
necessary attachments. Shipments made directly from the warehouse of
the producer were subject to reductiong in price equal to the cost of
packing. ©So far as 1s known, the prices of machine tools announced in
1949 remained in effect until 1 July 1950. Prices as of 1 July 1950
were used to establish the ratios for 1950 in this study because these
Prices presumably reflected an attempt by the Soviet government to
bring the prices of machine tools in line with the new prices of other
capital goods, many of which were reduced as of 1 January 1950.

In the absence of readily available data on prices and changes in
Prices of US machine tools, a roundabout method had to be employed.
Prices of US models of machine tools were obtained from a publication
of the Office of Price Stabilization (0PS), 2/ which gave prices as of

* P. 7, above.
%% P. 5, dbove.
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mid-December 1951. Although the Bureau of Labor Statistics (BLS), US
Department of Labor, does not publish a price index for machine tools
and was unable to supply any direct information, it was found that an
accurate index could be constructed from other information published

on metalworking machinery.

A BLS publication ;9/ showed an increase of 21 percent in the
prices of a special grouping of 5 of the 8 classes of the metalworking
machinery subgroup, including machine tools. The problem was to
establish a price index for the machine tools class alone. On the
basis of the BLS base value weights, ;}/ the weight of the machine
tools class was established as 43 percent of the total weight of all
classes included in this special grouping. It was necessary to in-
clude in the machine tool class those tools designed primarily for
home workshops, which comprised 3 percent of the total weight of the
special grouping. The expanded machine tool class then accounted
for a total of L6 percent of the base value weight. On the basis of
data published by the BLS, it was possible to establish a weight and
a price index for each of the 26 commodities included in the 3 remain-
ing classes of the special grouping. ;g/ Tt was found that these 3
classes, which accounted for 54 percent of the weight, showed an in-
crease in price of 15.7 percent and, -consequently, that the machine
tools class, which accounted for 46 percent of the weight, showed an
increase in price of 27.2 percent between 1 July 1950 and 1 January
1952. Similar indexes were constructed for the period 1 January
1950 - 1 January 1952 and 31 December 1950 - 1 January 1952 for use
in Table 2.% The increases in prices during these periods were 32.4
percent and 10.3 percent, respectively.

OPS base prices as of mid-December 1951 were then adjusted to
1 July 1950 on the basis of an increase in price of 27.2 percent.
Prices ag of 1 July 1950 for Soviet and US models of machine tools
were used to derive the unweighted ruble-dollar ratios in 1950
shown in Table 3.¥%¥ The unweighted ratios then were added and
averaged to derive the unwelghted average ratio.

Figures on the value of US production were taken from the Census
of Manufactures: 1947 for each of the seven categories of machine
tools shown in Table 3, and the average ratio for each category was
weighted accordingly. The weighted figures then were added and
averaged for the class as a whole.

* P. 5, above.
** P, [T, above.
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2. Metalforming Machinery.

Differences in the Soviet and the US systems of classification of
metalforming machinery made necessary the selection of only those US
machines which also fitted the Soviet definition. On the basis of
BLS base value weights, };/ metalworking presses and the individual
metalforming machines listed under "other metalworking machinery"
account for approximately 20 percent of the total value of the US
metalworking machinery and equipment subgroup. Commodities qualifying
as metalforming machinery in the Census of Manufactures: 1947, l&/
however, comprised only about 10 percent of the total value of metal-
working machinery (primary products).

The metalforming machines selected as samples are classified ac-
cording to type in Table U4* on the basis of the breakdown contained
in the Census of Manufactures: 1947. The 5 categories of metalform-
ing machinery represented in Table 4 account for approximately T2
percent of the total value of metalforming machinery (primary products)
produced in the US in 1947.

Prices of Soviet metalforming machinery as shown in Table 3%¥ were
taken from a wholesale price list issued by the Main Administration of
Sales of the Ministry of Machine Tool Building, USSR. ;2/ The prices
which went into effect on 1 July 1950 were f.o.b. at the station of
shipment, including cost of packing. These prices represented a flat
reduction of 7 percent as compared with prices on 1 January __/ which,
in turn, represented reductions of as much as 25 percent as compared
with prices in 1949. __/ Prices on 1 July 1950 were used in preference
to those on 1 January because the July prices presumably reflect an
attempt by the Soviet government to bring prices of metalforming ma-
chinery more in line with the reduced prices of other capital goods.

Prices of the US metalforming machines were taken from an OFS
publication ;§/ which gave base prices as of mid-December 1951.
To establish a price index for metalforming machinery between 1 July
1950 and 1 January 1952, the increase in price of each commodity was
weighted according to BLS base value weights. _2/ The resulting
average increase in price of 19 percent was used to adjust the price
of each metalforming machine in December 1951 to the price on 1 July
1950. The prices of Soviet and US models of metalforming machinery
were then used to-derive the unweighted ruble dollar ratios for 1950
shown in Table k.

* P. 9, above.
** P. T, above.
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The average ratio for each of the five categories of metalforming
" machines was welghted on the basis of the values of US production
given in the Census of Manufactures: 1947, gg/ and a weighted aver-
age ratio was computed for all metalforming machinery.

3. Textile Machinery.

In view of the overwhelming importance of cotton in the textile
industries of the USSR and the US, the machines selected for this
prart of the study are all machines found in the cotton textile indus-
try. The particular machines selected to represent types of machinery
used in the cotton textile industry -- cleaning and opening machines,
carding machines, drawing and roving frames, spinning and twisting
frames, yarn preparing machines, fabric machines, and finishing ma-
chines -~ are listed in the order in which they enter into the manu-
facturing process. The types of textile machinery represented by
the 16 sample machines accounted for T2 percent of the total value
of all textile machines produced in the US in 1947. 21/

The Soviet models were selected from a price list of equipment
for light industry issued by the Ministry of Machine and Instrument
Building, USSR. gg/ The prices, which became effective on 1 January
1950, were f.o.b. at the point of shipment and included the cost of
packing. The Soviet price list also contained specifications of the
textile machines. These specifications were submitted to US producers
of textile machines with a request for prices of the US models which
most nearly approximated the Soviet models. One weakness in the
replies was the failure of the US producers to indicate specifications
of the US machines they were using for comparison.

Because US prices were for February 1953, it was necessary to
readjust them to prices as of 1950. On the basis of data supplied
by BLS, it was possible to set up a wholesale price index for textile
machines between January 1950 and February 1953.% The prices in 1953

* BIS data were limited to 2 sets of prices for 14 textile machines, the
first set being the average price in January 1949 and the second set that
in mid-1951. Because the BIS wholesale price index for general machinery
and equipnent as a whole showed virtually no change between January 1949
and January 1950, gg/ the prices supplied for the textile machines as of
January 1949 were used for base prices as of January 1950. Each item was
given an equal weight, and the prices of January 1949 and mid-1951 were
totaled and averaged, providing wholesale price indexes for January 1950
and July 1951. The rate of increase in this period was then projected
to February 1953.
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were adjusted to January 1950 on the basis of an increase of 22 percent
during the period. Given comparable Soviet and US textile machines and
the established prices for these machines as of January 1950, it was
possible to establish the 16 unweighted ratios shown in Table 4 .%

The value of US production of textile machines in 1947 was used to
welght the various types of textlle machinery represented in the sample.

k., Abrasive Products.

Abrasive products are not necessarily representative of a large
portion of the BLS general-purpose machinery subgroup and account
for only about 10 percent of the total base value of the subgroup. g&/
Abrasive products were selected for this study, however, because of
avallability of prices of both Soviet and US products. Grinding wheels,
in turn, were selected to represent abrasive products for two principal
reasons. In 1947, grinding wheels alone accounted for more than 40
percent of the total value of nonmetallic abrasives and 32 percent of
the total value of all abrasives produced in the US. 22/ Thus grinding
wheels accounted for the largest percentage of production of any one
abrasive product. In addition, Soviet and US grinding wheels were
entirely comparable in respect to shape, grit, bond, grain, and size.
The only respect in which comparability could not be established was
quality.

To establish an average ratio for the abrasive products class, 85
Soviet grinding wheels were matched with 85 comparable US grinding
wheels, all weighted according to the pattern of production of a major
US producer in 1952. In view of the structure of the abrasives products
industry, this pattern was considered representative of the industry as
a whole in the US. The large number of samples was dictated by the
desire to include in various categories the wheels of lesser impor-
tance -- those wilth resinold and rubber bond. Wheels were selected
with regard to size, bond, and grain on the basis of the pattern of
production of the US producer. Because no information was availlable
as to the shape and grit of the wheels, straight wheels with coarse
grit were selected throughout to faclilitate comparison. No informa-
tion on the Soviet pattern of production wasg available.

* P. 9, above.
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The prices for Soviet grinding wheels in 1950 were obtained from a
price list of wholesale prices for abrasive products issued by the
Main Administration of Sales of the Ministry of Machine Tool Buillding,
USSR. gé/ Prices became effective on 1 January 1950 and remained in
effect throughout the year. The Soviet prices are factory prices and
‘do not include the cost of packing. In the USSR, there is a reduction
in price of 10 percent for abrasive products of second quality, but it
is not known whether there is any discount for gquantity orders.

‘US prices were taken from the price list, effective 20 July 1953,
of a representative US producer, gz/ and were f.o.b. at the point of
shipment. Because all prices were subject to 1 of 5 quantity discounts,
ranging from 36.5 to 65 percent of the list price, the middle discount
rate of the 5 quantity discounts -- 43 percent -- was taken as an average
to obtain representative prices of the wheels. On the basis of BLS
price indexes, g§/ these prices of July 1953 were adjusted to prices
for grinding wheels in 1950.* The ruble-dollar ratios were derived
by dividing Soviet prices by US prices.

Several factors in the methodology affect the ratlos. These fac-
tors are (a) a bias arising from an apparent difference in the tech-
nologles of the Soviet and US abrasive products industries, (b) the
arbitrary selection of stralght wheels with coarse grit as samples,
(c)-the adoption of the middle discount rate to arrive at representa-
tive US prices, (d) the lack of information on the pattern of produc-
tion and possible quantity discount practices in the USSR, and (e)
possible error introduced by allowing grinding wheels to represent
all abrasive products. '

Table T*%* -- which contains a comparison of the price structure
of Soviet and US grinding wheels selected from the 85 samples on the
. basis of comparability of size, bond, and grain -- indicates at least

* GSeparate price indexes were available for grinding wheels, silicon
carbide and resinoid bonded; grinding wheels, silicon carblde and vi-
trified bonded; grinding wheels, aluminum oxide and resinoid bonded;
and grinding wheels, aluminum oxide and vitrified bonded. Because there
wag no index for rubber bonded wheels, an average of the indexes for
resinoid and vitrified bonded wheels was used to compute prices for
rubber bonded wheels in 1950. The average index in 1950 was used for
grinding wheels because the jump in prices occurred early in the year
and remained -constant throughout the remainder of the year. By April-
May the indexes for prices of grinding wheels were equal to or well
above the average for the year.

- %% Table 7 follows on p. 29.
- 28 -
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one basic difference in the abrasive products industries of the two
countries. In the US, given wheels of the same size and grain, the
prices of those with vitrified bond are substantially lower than the
prices of those with resinoid bond. In the USSR the reverse is true.
Wheels with resinoid bond are generally priced lower than those with
vitrified bond,* reflecting a basic difference in the technology of

the two industries. Because a US pattern of production, comprised

of almost 70 percent of wheels with vitrified bond, was used to estab-
1lish an average ratio for grinding wheels, the resulting ratio probably
has an upward bias. Although no pattern of production is available for
the USSR, it is possible that wheels with resinoid bond occupy a dominant
position there. In that event a ratio established on the basis of the
Soviet pattern of production might fall somewhere between 1.50 rubles
per US dollar and 2.00 rubles per US dollar because the majority of
ratios for wheels with resinoid bond fall between 1.00 to 1 and 2.00

to 1.

With respect to weighting according to type of abrasive grain, the
use of the US pattern of production did not necessarily introduce a
significant blas. .In the sample, wheels with aluminum oxide or white
aluminum oxide grain account for nearly 70 percent of US production
of grinding wheels. In both the USSR and the US, wheels with aluminum
oxide grain are the cheapest in price.

In the US, wheels with white aluminum oxide grain or silicon carbide
grain cost approximately the same, with the former tending to be slightly
higher in price. In the USSR, wheels with silicon carbide grain are
higher in price than those with white aluminum oxide grain. In both
countries, wheels with green silicon carbide grain are the most expensive.
The price differentials on the basis of grain are relatively small in
the US but rather large in the USSR.

*  Although there are two exceptions to this generalization in Table 7,

p. 29, above -- aluminum oxide wheels with resinoid bond, 250 and 300
millimeters in dlameter -- all other aluminum oxide wheels of these same
diameters shown in the Soviet price list bear out the generalization. In
5 cases out of 6 involving wheels with a diameter of 250 millimeters, and
in 12 cases out of 13 involving wheels with a diameter of 300 millimeters,
the wheels with resinoid bond were priced lower than those with vitrified
bond .
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APPENDIX B

GAPS IN INTELLIGENCE

Among the major gaps in intelligence on prices of Soviet machinery
is the lack of prices in 1950 of some types of machinery, such as agri-
cultural machinery (exclusive of tractors). Although prices in 1950
of some other types of machinery are available, it has not yet been
possible to develop ruble-dollar ratios for all of these types., Ad-
ditional ruble-dollar ratios for prices of other selected types of
machinery would broaden the base for further study.

Information on Soviet systems of classifying machinery and of
weighting different types of machinery are also lacking.

If ruble-dollar ratios for prices of machinery are to be established
for other periods, later Soviet lists of wholesale prices are needed,
specifically those of 1952 and 1955.

More detailed information about prices of capital goods in the USSR
is needed for better evaluation of the validity of ruble-dollar ratios
for prices. The Soviet position that producer goods "are not in any
real sense bought and sold, are not 'commodities' whose prices are
determined by market forces, and are not . . . 'subject to the law
of value,' Z;ﬁ;7 are in the main merely transferred from one state
enterprise to another in conformity with the plan" gg/ raises some
question as to the meanlng of Soviet prices. Although it was declared
that in the USSR, "as a result of the 1949 wholesale price reform,
the system of state subsidies to heavy industry was eliminated, and
wholesale prices were made to conform to the net cost of goods," §9/
the new wholesale prices introduced in 1950 for metalworking machinery,
for example, represented a drastic reduction from the higher prices
set in 1949 and may have marked a return to the subsidization of heavy
industry, despite official disavowals.
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APPENDIX C

SOURCE REFERENCES

Evaluations, following the classification entry and designated
"Bval.," have the following significance:

Source of Information Information

)

HEOOQE P

oc. - Documentary

Confirmed by other sources
Probably true ‘
Possibly true

Doubtful

Probably false

Cannot be Jjudged

Completely reliable
Usually reliable
Fairly reliable

Not usually reliable
Not reliable

Cannot be Jjudged

NV FW
1

"Documentary" refers to original documents of foreign governments
and organizations; coples or translations of such documents by a staff
officer; or information extracted from such documents by a staff officer,
all of which may carry the field evaluation "Documentary."

Evaluations not otherwise designated are those appearing on the
cited document; those designated "RR" are by the author of this report.
No "RR" evaluation is given when the author agrees with the evaluation
on the cited document.

Commerce, Bureau of the Census. Census of Manufactures: 1947,
Washington, 1949, vol 2, "Statistics by Industry,” p. 660,
info 1947. U. Eval. RR 1. (hereafter referred to as Commerce,
Census)
Ibid., p. 662. U. Eval. RR 1.
Ibid., p. 672. U. Eval. RR 1.
Smith, Myron N. Abrasive Industry Peacetime Operation, Year
1952: Estimate -- Industrywide, Worcester, Mass., 1954,
table between p. 7 and &, info 1952. U. Eval. RR 2.
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5. labor, Bureau of Iabor Statistics. Base Value Weights for
Groups, Subgroups, Product Classes and Individual Commodi-
ties, Apr 1952, p. 5. U. Eval. RR 1. (hereafter referred
to as Labor. Base Value Weights) '

Commerce. Census (1, above).

6. Commerce. Census (1, above).

USSR, Ministry of Machine Tool Building, Main Administration
of Bales. Preyskurant optovykh tsen na metallorezhushchiye
stanki i kuznechnopressovoye oborudovaniye (Price List of
Wholesale Prices for Metalcutting Machine Tools and Forging-
Pressing Equipment), Moscow, 1950. U. Eval. Doc. (hereafter
referred to as USSR. Price List, Machine Tools)

8. USSR, Ministry of Finance, Central Statistical Administration
under the Council of Ministers. Tsennik dlya sostavleniya
smet v tsenakh 1949 g. (Price Handbook for Making Estimates
in 1949 Prices), Moscow, 1949, p. 63-90. U. Eval Doc.
(hereafter referred to as USSR. Price Handbook )

9. Office of Price Stabilization. Base Prices of Machine Tools,
Washington, 2 Feb 53. U. Eval. RR 1. (hereafter referred
to as OPS. Base Prices)

10. Tabor, Bureau of Labor Statistics. Wholesale Price Indexes
for Special Groupings of Machinery and Steel Products,
Washington, 1952. U. Eval. RR 1. (hereafter referred
to as Labor. Wholesale Price Indexes)

11. Labor. Base Value Weights (5, above).

12. Labor, Bureau of Labor Statistics. Prices and Price Relatives
for Individual Commodities in the Revised Index 1947-50,
"Group 11 -- Machinery and Motive Products," Feb 1952. U.
Eval. RR 1. (hereafter referred to as Labor. Prices, 1947-50)

Labor, Bureau of Labor Statistics. DPrices and Price Relatives
for Individual Commodities 1951-53, "Group 11 -- Machinery and
Motive Products,” Oct 1954. U. Eval. RR 1. (hereafter referred
to as Labor. Prices, 1951-53)

13. Labor. Base Value Weights (5, above).

14. Commerce. Census (1, above), p. 662. U. Eval. RR 1.

15. USSR. Price List, Machine Tools (7, above).

16. USSR, Milnistry of Machine Tool Building, Main Administration
of Sales. Preyskurant optovykh tsen na kuznechno-pressovoye
oborudovaniye (Price List of Wholesale Prices for Forging-
Pressing Equipment), Moscow, 1949, info 1950. U. Eval. Doc.

17. USSR. Price Handbook (8, above).

18. OPS. Base Prices (9, above).

19. Labor. Base Value Weights (5, above),

-3
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20. Commerce. Census (1, above), p. 662, U. Eval. RR 1.

2l. Ibid., p. 672. U. Eval. RR 1.

22. USSR, Ministry of Machine and Instrument Building. Preyskurant
optovykh tsen na oborudovaniye dlya legkoy promyshlennosti i
massovyye zapasnyye detali dlys tekstil'nykh, obuvnykh 1
trikotazhnykh mashin (Price List of Wholesale Prices of
Equipment for Light Industry and of Mass Spare Parts for
Textile, Footwear, and Knitted Wear Machines), Moscow, 1949,
info 1950. U. Eval. Doc.

23, labor. Wholesale Price Indexes (10, above).

o, Ibid., Base Value Weights (5, above), p. 6. U. Eval. RR 1.

25, Commerce. Census (1, above), p. 526. U. Eval. RR 1.

26. USSR, Ministry of Machine Tool Bullding, Main Administration of
Sales. Preyskurant optovykh tsen na sbrazilvnyye izdeliya (Price
list of Wholesale Prices for Abrasive Products), Moscow, 1949,
info 1950. U. Eval. Doc.

27. Bay State Abrasive Products Company. Simplified Basic Prices
/of7 Bay State Grinding Wheels and Segments, Westboro, Mass.,
Jul 1953. U. Eval. RR 1.

28. labor. Prices, 1947-50 512, above ).

Labor. Prices, 1951-53 (12, above).

29. UN, Economic Commission for Europe. Economlc Survey of Europe
in 1955, Geneva, 1956, p. 209. U. Eval. Doc.

30. CIA. FDD U-5142, The System of Wholesale Prices and the
Strengthening of Khozraschet, p. 5. OFF USE. Eval. RR 2.

(tr from Planovoye khnozyaystvo, no 6, Nov-Dee 1950, p. 58-70.

u)
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